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CHAPTER 154

INSURANCE

SENATE BILL 97-054

BY SENATORS Coffman, Johnson, Pascoe, and Schroeder;
aso REPRESENTATIVES Leyba, Kreutz, Lawrence, Morrison, Nichol, and S. Williams.

AN ACT

CONCERNING MEASURES NECESSARY FOR COLORADO TO MAINTAIN REGULATORY AUTHORITY OVER
CERTAIN ASPECTS OF HEALTH CARE COVERAGE UNDER THE FEDERAL "HEALTH INSURANCE
PORTABILITY AND ACCOUNTABILITY ACT OF 1996", AND, IN CONNECTION THEREWITH, MAKING
COLORADO REQUIREMENTS RELATED TO THE RENEWABILITY OF HEALTH INSURANCE POLICIES,
PREEXISTING CONDITION LIMITATIONS, AND GUARANTEED ISSUE OF COVERAGE CONSISTENT WITH
FEDERAL LAW, REQUIRING THAT INDIVIDUAL PLANS ACCEPT ALL ELIGIBLE INDIVIDUALS APPLYING
FOR COVERAGE, PROHIBITING PREMIUM RATE DISCRIMINATION BASED ON HEALTH STATUS, AND
CLARIFYING THE COLORADO INCOME TAX EXCLUSION OF CONTRIBUTIONS TO MEDICAL SAVINGS
ACCOUNTSASA RESULT OF FEDERAL MEDICAL SAVINGS ACCOUNT PROVISIONS.

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1. Legidativedeclaration. (1) The general assembly hereby finds,
determines, and declaresthat theintent of thislegislationis solely to bring Colorado
statutes into compliance with the provisions of the federal "Health Insurance
Portability and Accountability Act of 1996", where Colorado laws do not already
meet or exceed the minimum requirements of the federal act. Thisisbeing donein
order to:

(a) Retainstatejurisdictionover health insurance plansand avoid dual federal and
state regulation;

(b) Reduce public confusion about the health insurance rights and responsibilities
of carriers and residents by making Colorado law consistent with federal health
insurance law wherever thefederal "Health Insurance Portability and Accountability
Act of 1996" preempts state law;

(c) Allow Coloradans covered by aninsured health plan to continuetofileall their

Capital lettersindicate new material added to existing statutes; dashes through words indicate deletions
from existing statutes and such material not part of act.
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health insurance complaints with the Colorado division of insurance rather than
having to file some of them with the federal government; and

(d) Ensurethat where state law exceeds the minimum reguirements of the federal
"Health Insurance Portability and Accountability Act of 1996", consumers continue
to be afforded the same higher level of protection they have had under Colorado law.

(2) (@) Nothing in Senate Bill 97-54 shall be construed to prevent or prohibit the
chief executive officer of the state from giving the required noticeto the secretary of
the federal department of health and human services and activating the presumption
under section 2744 of the federal "Health Insurance Portability and Accountability
Act of 1996" that Colorado isimplementing an acceptable alternative mechanismto
the requirement of section 2741 of the federal act. No such notice or any other
application for certification may take place without specific statutory authorization
from the general assembly acting by bill.

(b) Nothing in Senate Bill 97-54 shall be construed to authorize implementation
of the national association of insurance commissioners mode acts on either
individual portability or individual availahility.

SECTION 2. 10-8-602 (1), (1.2), (1.3), (3),(3.1), (3.2), (3.5), (5.4), (5.5), (5.6),
(6), (6.3), (6.5), (6.7), (6.8), (7.5), (7.7), (8.5), (8.7), (9.5), (11), and (12), Colorado
Revised Statutes, 1994 Repl. Vol., are amended to read:

10_—8—602. Definitions. As used in this part 6, unless the context otherwise
requires:

HAS THE SAME MEANING AS SET FORTH IN SECTION
10-16-102 (1).

(12) Afflllate or afﬂhated meaﬁs—aﬁy—eﬁfrty—eﬁp&seﬁ—ﬂaat—drreet-l-y—er
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SAME MEANING AS SET FORTH IN SECTION 10 16 102 (8).

(3 1) "Carrier waiti ng perlod" meaﬁs—a—peﬁed—ef—ﬂmeﬁet—teﬂeeeed-s*t-y—days

Ef'fe(:‘ﬂ'VEHASTHESAMEMEANINGAS AFFILIATION PERIOD ASSET FORTH IN SECTION
10-16-102 (2.5).

(35




Ch. 154 Insurance

10-16-102 (15).
(5 6) " Establ |shed geographlc serwce means—t-heeaﬂfestateef—eekerad&eﬁ

(21).




Insurance Ch. 154




Ch. 154 Insurance

(7.7) "Producer”

eenduet—t-h&ee—aeﬂvﬁr&s—m—eekerade HAS THE SAME MEANING AS SET FORTH IN
SECTION 10-16-102 (35).

(8.5) "Qualifying previous coverage” and "qualifying existing coverage” mean

MEANING AS' CREDITABLE COVERAGE" AS SET FORTH IN SECTION 10-16-102 (13.7).

(8.7) "Rating period” fey-peri
by-a-carrier-are-assdamet-to-be-ieffect HAS
SECTION 10-16-102 (38).

95" Restrl cted network prows on" meaﬁs—aﬁyprevrsreﬁef—aiarmdrvrdual-ergreup
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HAS THE SAME MEANING AS SET FORTH IN SECTION

10-16-102 (40).
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(12) SmaII employer carrler" means—a—ew&%ﬂeat—eﬁ&s—hea&h—bmeﬂi—pkans

SAME MEANING AS SET FORTH IN SECTION 10 16 102 (41)

SECTION 3. 10-16-102 (9), (21), (26), (37), and (43), Colorado Revised
Statutes, 1994 Repl. Vol., are amended, and the said 10-16-102, as amended, is
further amended BY THE ADDITION OF THE FOLLOWING NEW
SUBSECTIONS, to read:

10_—16—102. Definitions. As used in this article, unless the context otherwise
requires:

(2.5) "AFFILIATION PERIOD" MEANS A PERIOD OF TIME NOT TO EXCEED TWO
MONTHS (THREE MONTHS FOR LATE ENROLLEES) DURING WHICH A HEALTH
MAINTENANCE ORGANIZATION DOESNOT COLLECT PREMIUM AND COVERAGE ISSUED
WOULD NOT BECOME EFFECTIVE.

(5.5) “BONA FIDE ASSOCIATION” MEANS, WITH RESPECT TO HEALTH INSURANCE
COVERAGE OFFERED IN COLORADO, AN ASSOCIATION WHICH:

(@) HASBEEN ACTIVELY IN EXISTENCE FOR AT LEAST FIVE YEARS;

(b) HAS BEEN FORMED AND MAINTAINED IN GOOD FAITH FOR PURPOSES OTHER
THAN OBTAINING INSURANCE AND DOES NOT CONDITION MEMBERSHIP ON THE
PURCHASE OF ASSOCIATION-SPONSORED INSURANCE;

(c) DOES NOT CONDITION MEMBERSHIP IN THE ASSOCIATION ON ANY HEALTH
STATUS-RELATED FACTORRELATING TOAN INDIVIDUAL (INCLUDING AN EMPLOY EEOF
AN EMPLOYER OR A DEPENDENT OF AN EMPLOYEE) AND CLEARLY SO STATESIN ALL
MEMBERSHIP AND APPLICATION MATERIALS;

(d) MAKESHEALTH INSURANCE COVERAGE OFFERED THROUGH THE ASSOCIATION
AVAILABLETOALL MEMBERSREGARDLESSOFANY HEALTH STATUS-RELATED FACTOR
RELATING TO SUCH MEMBERS (OR INDIVIDUALSELIGIBLE FOR COVERAGE THROUGH A
MEMBER) AND CLEARLY SOSTATESINALL MARKETINGAND APPLICATION MATERIALS,

(e) DOES NOT MAKE HEALTH INSURANCE COVERAGE OFFERED THROUGH THE
ASSOCIATION AVAILABLE OTHER THAN IN CONNECTION WITH A MEMBER OF THE
ASSOCIATION AND CLEARLY SO STATES IN ALL MARKETING AND APPLICATION
MATERIALS; AND

(f) PROVIDES AND ANNUALLY UPDATES INFORMATION NECESSARY FOR THE
COMMISSIONER TO DETERMINE WHETHER OR NOT AN ASSOCIATION MEETS THE
DEFINITION OF A BONA FIDE ASSOCIATION BEFORE QUALIFYING AS A BONA FIDE
ASSOCIATION FOR THE PURPOSES OF THIS ARTICLE 16.

(13.7) "CREDITABLE COVERAGE" MEANS BENEFITS OR COVERAGE PROVIDED
UNDER:
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(@) MEDICARE OR MEDICAID;

(b) AN EMPLOYEE WELFARE BENEFIT PLAN OR GROUP HEALTH INSURANCE OR
HEALTH BENEFIT PLAN,

(C) AN INDIVIDUAL HEALTH BENEFIT PLAN;

(d) A STATE HEALTH BENEFITSRISK POOL (INCLUDING BUT NOT LIMITED TO THE
COLORADO UNINSURABLE HEALTH INSURANCE PLAN); OR

(e) CHAPTER 55 OF TITLE 10 OF THE UNITED STATES CODE, A MEDICAL CARE
PROGRAM OF THE FEDERAL INDIAN HEAL TH SERVICE OR OF A TRIBAL ORGANIZATION,
A HEALTH PLAN OFFERED UNDER CHAPTER 89 OF TITLE 5, UNITED STATES CODE, A
PUBLIC HEALTH PLAN, OR A HEALTH BENEFIT PLAN UNDER SECTION 5 (€) OF THE
FEDERAL "PEACE CORPSACT" (22 U.S.C. SEC. 2504 (€)).

(21) (@) "Health benefit plan” means any hospital or medical expense policy or
certificate, hospital or medical service corporation contract, or health maintenance
organi zation subscriber contract ORANY OTHER SIMILARHEAL TH CONTRACT SUBJECT
TO THE JURISDICTION OF THE COMMISSIONER available for use, offered, or sold te-an

adhvidda-or-te-a-smat-employer IN COLORADO.

(b) "Health benefit plan" does not include: Accident only; credit; dental; vision;
medicare supplement; BENEFITS FOR long-term care, HOME HEALTH CARE,
COMMUNITY-BASED CARE, OR ANY COMBINATION THEREOF; oF disability income
insurance; LIABILITY INSURANCE INCLUDING GENERAL LIABILITY INSURANCE AND
AUTOMOBILE LIABILITY INSURANCE, COVERAGE FOR ON-SITE MEDICAL CLINICS;
coverage issued as a supplement to liability insurance, workers compensation or
similar insurance; OR automobile medical payment insurance. THE TERM ALSO
ExCLUDESspecified disease, hospital confinement indemnity, or limited benefit health
insuranceif SUCH TY PESOF COVERAGE DO NOT PROVIDE COORDINATION OF BENEFITS
AND ARE PROVIDED UNDER SEPARATE POLICES OR CERTIFICATES.

(24.5) "HEALTH STATUS-RELATED FACTOR" MEANS ANY OF THE FOLLOWING
FACTORS. HEALTH STATUS; MEDICAL CONDITION, INCLUDING BOTH PHYSICAL AND
MENTAL ILLNESSES; CLAIMS EXPERIENCE; RECEIPT OF HEALTH CARE; MEDICAL
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HISTORY ; GENETICINFORMATION; EVIDENCE OF INSURABILITY INCLUDING CONDITIONS
ARISING OUT OF ACTS OF DOMESTIC VIOLENCE; AND DISABILITY.

(26) "Late enrollee’ means an eligible employee or dependent who requests
enrollment in a GROUP health benefit plan sef-a-smal-emptoyer following the initial
enrollment period for which suchindividual isentitled to enroll under theterms of the
health benefit plan, if suchinitial enrollment period isaperiod of at least thirty days.
An dligible employee or dependent shall not be considered a late enrolleeiif:

() Theindividual:

(1) Was covered under anether-guiatifyingprevious OTHER CREDITABLE coverage
at the time of the initial enrollment period AND, IF REQUIRED BY THE CARRIER OR
ISSUER, THEEMPLOY EE STATED AT THE TIME OF INITIAL ENROLLMENT THAT THISWAS
THE REASON FOR DECLINING ENROLLMENT;

(I Lost coverage under the other guahifyingprevious CREDITABLE coverage asa
result of termination of employment or eligibility, REDUCTION IN THE NUMBER OF
HOURS OF EMPLOYMENT, the involuntary termination of the Hy i
CREDITABLE coverage, death of a spouse, LEGAL SEPARATION or divorce, OR
EMPLOYER CONTRIBUTIONS TOWARDS SUCH COVERAGE WAS TERMINATED; and

(1)  Regquests enrollment within thirty days after termination of the other
euatyingprevious CREDITABLE coverage, or

(b) Theindividual isemployed by an employer that offers multiple health benefit
plans and el ects a different plan during an open enrollment period; er

(c) A court has ordered that coverage be provided for a dependent under a covered
employee's health benefit plan and the request for enrollment is made within thirty
days after issuance of such court order; or

(d) A PERSON BECOMESA DEPENDENT OF A COVERED PERSON THROUGH MARRIAGE,
BIRTH, ADOPTION, OR PLACEMENT FOR ADOPTION AND REQUESTS ENROLLMENT NO
LATER THAN THIRTY DAYS AFTER BECOMING SUCH A DEPENDENT. IN SUCH CASE,
COVERAGE SHALL COMMENCE ON THE DATE THE PERSON BECOMES A DEPENDENT IF

A REQUEST FOR ENROLLMENT ISRECEIVED IN A TIMELY FASHION BEFORE SUCH DATE.
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(43) "Small group sickness and accident insurance’, "small group plan”, and
"small group policy" mean that form of group sickness and accident insuranceissued
by an entity subject to part 2 of this article, that form of group service or indemnity
type contract issued by an entity organized pursuant to the provisions of part 3 of this
article, or that formof policy issued by an entity organized pursuant to the provisions
of part 4 of this article which provides coverage to small employers located in
Colorado. THESE TERMS INCLUDE A BONA FIDE ASSOCIATION PLAN IF SUCH PLAN
PROVIDES COVERAGE TO ONE OR MORE ELIGIBLE EMPLOYEESOF A SMALL EMPLOYER
IN COLORADO.

(45) "WAITING PERIOD" MEANS, WITH RESPECT TOA GROUPHEALTH BENEFIT PLAN
AND AN INDIVIDUAL THAT ISA POTENTIAL PARTICIPANT OR BENEFICIARY IN THE PLAN,
THE PERIOD THAT MUST PASSWITH RESPECT TO THE INDIVIDUAL,, AS DETERMINED BY
THE PLAN SPONSOR, BEFORE THE INDIVIDUAL IS ELIGIBLE TO BE COVERED FOR
BENEFITS UNDER THE TERMS OF THE PLAN.

SECTION 4. 10-16-105 (3), (4), (5), and (7.3) (a), the introductory portion to
10-16-105 (7.3) (b) (1), and 10-16-105 (7.3) (c) (1), (7.3) (d.5), (7.3) (e), (7.3) (h),
and (7.4) (c), Colorado Revised Statutes, 1994 Repl. Val., areamended, and the said
10-16-105, as amended, is further amended BY THE ADDITION OF A NEW
SUBSECTION, to read:

10-16-105. Small group sickness and accident insurance - guar anteed issue
- mandated provisionsfor basic and standar d health benefit plans. (3) A small
group sickness and accident insurance plan, small group plan, or small group policy
shall berenewabletoall eligible employeesand dependents at the option of the small
employer, except wherethere+s AS ALLOWED PURSUANT TO SECTION 10-16-201.5.
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(5) Each small group sickness and accident insurer or other entity shall make
reasonable disclosurein solicitation and sales material s provided to small employers
thefollowinginformationinaformand manner prescribed by the commissioner AND
UPON REQUEST OF ANY SUCH SMALL EMPLOYER SHALL PROVIDE SUCH INFORMATION
IN DETAIL:

() The extent to which premium rates for a specific employer are established or
adjusted due to the experience, health status, or duration of coverage of employees
or dependents of the small employer;

(b) The provisions concerning the insurer's or other entity's right to, and the
frequency with which the insurer or other entity may, change premium rates and the
factors, including case characteristics, which affect changes in premium rates;

(c) A description of the class of businessin which the small employer isor will be
included, including the applicable grouping of plans; and

(d) The provisions relating to renewability of coverage;

(6) THE PROVISIONS OF SUCH COVERAGE RELATING TO ANY PREEXISTING
CONDITION EXCLUSION; AND

(f) THE BENEFITSAND PREMIUMS AVAILABLE UNDER ALL HEALTH BENEFIT PLANS
FOR WHICH THE EMPLOYER IS QUALIFIED.

(7.3) (8) Except as otherwise provided in this subsection (7.3), effective January
1, 1995, every small employer carrier shall, as a condition of transacting businessin
this state with small employers, actively offer to such small employers the choice of
a basic health benefit plan or a standard health benefit plan. EFFECTIVE JuLY 1,
1997, EVERY SMALL EMPLOYER CARRIER SHALL ALSO OFFER TO SMALL EMPLOYERS
A CHOICE OF ALL THE OTHER SMALL GROUP PLANS THE CARRIER MARKETS IN
COLORADO; EXCEPT THAT THIS REQUIREMENT SHALL NOT APPLY TO A HEALTH
BENEFIT PLAN OFFERED BY A CARRIER IF SUCH PLAN IS MADE AVAILABLE IN THE
SMALL GROUPMARKET ONLY THROUGH ONE ORMORE BONA FIDEASSOCIATION PLANS.

(b) (1) A small employer carrier shall not be required to approve an application
FROM A BUSINESS GROUP OF ONE for a basic health benefit plan or a standard health
benefit plan if:

(o) () Effective January 1, 1995, a small employer carrier shall issue a basic
health benefit plan or a standard health benefit plan to any digible small employer
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that applies for such health benefit plan and agrees to make the required premium
payments and to satisfy the other reasonabl e provisions of the health benefit planthat
are not inconsistent with this article. EFFECTIVE JULY 1, 1997, A SMALL EMPLOYER
CARRIER SHALL ALSO ISSUE ANY OF ITS OTHER SMALL EMPLOYER PLANS TO ANY
SMALL EMPLOYER THAT APPLIESFOR SUCH A PLAN; EXCEPT THAT THISREQUIREMENT
SHALL NOT APPLY TO A BUSINESS GROUP OF ONE WHERE THE BUSINESS GROUP OF ONE
DOES NOT MEET THE CARRIER'S NORMAL AND ACTUARIALLY-BASED UNDERWRITING
CRITERIA. THE REQUIREMENTS OF THIS SUBPARAGRAPH (I) SHALL NOT APPLY TO A
HEALTH BENEFIT PLAN OFFERED BY A CARRIER IF SUCH PLAN ISMADE AVAILABLE IN
THE SMALL GROUP MARKET ONLY THROUGH ONE OR MORE BONA FIDE ASSOCIATION
PLANS.
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(7.4) (c) In applying minimum participation requirements with respect to an
employer, asmall employer carrier shall not consider employees or dependents who
have euatifying—existing CREDITABLE coverage when determining whether the
applicablepercentage of participationismet. However, asmall employer carrier may
consider employeesor dependents of suchemployer who have coverage under another
health benefit plan that is sponsored by such small employer.

(12) INTHECASEOFAN EMPLOYERTHAT WASNOT IN EXISTENCE THROUGHOUT THE
PRECEDING CALENDAR QUARTER, THE DETERMINATION OF WHETHER SUCH EMPLOYER
ISA SMALL OR LARGE EMPLOYER SHALL BE BASED ON THE AVERAGE NUMBER OF
EMPLOYEES THAT IS REASONABLY EXPECTED SUCH EMPLOYER WILL EMPLOY ON
BUSINESS DAYS IN THE CURRENT CALENDAR YEAR.

SECTION 5. Part 1 of article 16 of title 10, Colorado Revised Statutes, 1994
Repl. Val., as amended, is amended BY THE ADDITION OF A NEW SECTION
toread:

10-16-105.5. Individual health benefit plans - limited guarantee issue.
(1) EVERY CARRIER OFFERING INDIVIDUAL HEALTH BENEFIT PLANS IN COLORADO
SHALL OFFER AND ACCEPT FOR ENROLLMENT PURSUANT TO SUBSECTION (2) OF THIS
SECTION EVERY ELIGIBLE INDIVIDUAL WHO APPLIES FOR COVERAGE WITHIN
SIXTY-TWO DAY S AFTER TERMINATION OF SUCH INDIVIDUAL'S PRIOR COVERAGE AND
SHALL NOT IMPOSEANY PREEXISTING CONDITION EXCLUSIONSORLIMITATIONSON THE
NEW COVERAGE; EXCEPT THAT THIS REQUIREMENT SHALL NOT APPLY TO CARRIERS
OFFERING COVERAGE ONLY THROUGH BONA FIDE ASSOCIATIONS OR TO CARRIERS
OFFERING INDIVIDUAL COVERAGE ONLY THROUGH CONVERSION POLICIES. ASUSED
IN THIS SECTION, "ELIGIBLE INDIVIDUAL" MEANS AN INDIVIDUAL:

(@) FORWHOM, ASOF THE DATE ON WHICH THE INDIVIDUAL SEEKS COVERAGE, THE
AGGREGATE OF PERIODS OF CREDITABLE COVERAGE IS EIGHTEEN MONTHS OR MORE
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AND WHOSEMOST RECENT PRIOR CREDITABLE COVERAGE WASUNDER A GROUPPLAN.
ASUSED IN THISSECTION, "GROUP PLAN" MEANS A SMALL OR LARGE GROUP HEALTH
BENEFIT PLAN, AN EMPLOY ER-SPONSORED PLAN, AN EMPLOY EE WELFARE BENEFIT
PLAN, A GOVERNMENT PLAN, OR A CHURCH PLAN.

(b) WHOISNOT ELIGIBLE FOR COVERAGE UNDER A GROUP HEAL TH BENEFIT PLAN,
MEDICARE, OR MEDICAID AND DOES NOT HAVE OTHER HEALTH BENEFIT PLAN
COVERAGE;

(c) WHOSE MOST RECENT COVERAGE WAS NOT TERMINATED AS A RESULT OF
NONPAYMENT OF PREMIUMS OR FRAUD; AND

(d) WHO DID NOT TURN DOWN AN OFFER OF CONTINUATION COVERAGE IF IT WAS
OFFERED AND WHO SUBSEQUENTLY EXHAUSTED SUCH COVERAGE.

(2) A CARRIER SHALL MEET THE REQUIREMENTS OF SUBSECTION (1) OF THIS
SECTION IF:

(a) THE CARRIER OFFERS AT LEAST TWO DIFFERENT HEALTH BENEFIT POLICY
FORMS, BOTH OF WHICH ARE DESIGNED FOR, ARE MADE GENERALLY AVAILABLE AND
ACTIVELY MARKETED TO, AND ENROLL BOTH ELIGIBLEAND OTHERINDIVIDUALS; AND

(b) THE OFFERING OF POLICY FORMS INCLUDES, AT A MINIMUM:

(I) THEPOLICY FORMSFOR HEALTH BENEFIT PLAN COVERAGE WITH THE LARGEST
AND NEXT TO LARGEST PREMIUMSVOLUME OF ALL SUCH POLICY FORMS OFFERED BY
THE ISSUER IN COLORADO; OR

(I) A LOWER-LEVEL COVERAGE POLICY FORM AND A HIGHER-LEVEL COVERAGE
POLICY FORM WHICH INCLUDE BENEFITS SUBSTANTIALLY SIMILAR TO OTHER
INDIVIDUAL HEALTH INSURANCE COVERAGE OFFERED BY THE ISSUER IN COLORADO
AND ARE COVERED UNDER A RISK ADJUSTMENT, RISK SPREADING, OR FINANCIAL
SUBSIDIZATION METHOD CONSISTENT WITH FEDERAL REGULATIONS. ASUSED IN THIS
SUBPARAGRAPH (11):

(A) "HIGHER-LEVEL COVERAGE"' MEANS A POLICY FORM FOR WHICH THE
ACTUARIAL VALUE OF THE BENEFITS UNDER THE COVERAGE IS AT LEAST FIFTEEN
PERCENT GREATER THAN THE ACTUARIAL VALUE OF LOWER-LEVEL COVERAGE
OFFERED BY THE CARRIER IN COLORADO, AND THE ACTUARIAL VALUE OF THE
BENEFITS UNDER THE COVERAGE IS AT LEAST ONE HUNDRED PERCENT BUT NOT
GREATER THAN ONE HUNDRED TWENTY PERCENT OF THE POLICY FORM WEIGHTED
AVERAGE.

(B) "LOWER-LEVEL COVERAGE' MEANS A POLICY FORM FOR WHICH THE
ACTUARIAL VALUE OF THE BENEFITSUNDER THE COVERAGE ISAT LEAST EIGHTY-FIVE
PERCENT BUT NOT GREATER THAN ONE HUNDRED PERCENT OF THE POLICY FORM
WEIGHTED AVERAGE.

(C) "PoLICY FORM WEIGHTED AVERAGE" MEANSTHE AVERAGE ACTUARIAL VALUE
OF THE BENEFITS PROVIDED BY ALL THE HEALTH INSURANCE COVERAGE ISSUED (AS
ELECTED BY THE CARRIER) EITHER BY THAT CARRIER OR, IF SUCH DATA ARE
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AVAILABLE, BY ALL CARRIERS IN COLORADO IN THE INDIVIDUAL HEALTH BENEFIT
PLAN MARKET DURING THE PREVIOUS YEAR (NOT INCLUDING COVERAGE ISSUED
UNDER THIS SECTION), WEIGHTED BY ENROLLMENT FOR THE DIFFERENT COVERAGE.

(3) WITH RESPECT TO THE PROVISIONS OF SUBSECTION (2) OF THIS SECTION, A
CARRIER THAT OFFERSCOVERAGE IN THE INDIVIDUAL MARKET THROUGH A MANAGED
CARE PLAN MAY LIMIT THE INDIVIDUALS WHO MAY BE ENROLLED TO THOSE THAT
LIVE, RESIDE, OR WORK WITHIN THE SERVICE AREA OF THE PLAN. SUCH A CARRIER
MAY DENY COVERAGE TO ELIGIBLE INDIVIDUALS IF IT DEMONSTRATES TO THE
COMMISSIONER THAT IT WILL NOT HAVE THE CAPACITY TO DELIVER SERVICES
ADEQUATELY TO ADDITIONAL ENROLLEES AND IT IS APPLYING THIS SUBSECTION (3)
UNIFORMLY TO INDIVIDUALS WITHOUT REGARD TO ANY HEALTH STATUS-RELATED
FACTOR OF SUCH INDIVIDUALSAND WITHOUT REGARD TOWHETHER THE INDIVIDUALS
ARE ELIGIBLE INDIVIDUALS.

(4) A CARRIERMAY APPLY TO THE COMMISSIONER TO SUSPEND FOR A PERIOD OF
TIME ITSDUTY TO ISSUE COVERAGE PURSUANT TO SUBSECTION (2) OF THIS SECTION
WHERE CONTINUED COMPLIANCE WOULD ADVERSELY AFFECT THE FINANCIAL
CONDITION OF THE COMPANY . WHERE SUCH A SUSPENSION ISGRANTED, THE CARRIER
MAY NOT OFFER COVERAGE IN THE INDIVIDUAL MARKET FOR A PERIOD OF AT LEAST
ONE HUNDRED EIGHTY DAYSAFTER THE SUSPENSION IS GRANTED.

(5) FOR THE PURPOSES OF THIS SECTION, THE TERM "HEALTH BENEFIT PLAN", AS
DEFINED IN SECTION 10-16-102(21), DOESNOT INCLUDE NONRENEWABLEINDIVIDUAL
HEALTH BENEFIT PLANSWITH A DURATION OF SIX MONTHS OR LESS.

SECTION 6. 10-16-107, Colorado Revised Statutes, 1994 Repl. Val., as
amended, is amended BY THE ADDITION OF A NEW SUBSECTION to read:

10-16-107. Rate regulation - approval of policy forms - benefit certificates
- evidences of cover age- lossratio guar antees. (6) A CARRIER OFFERING A GROUP
HEALTH BENEFIT PLAN MAY NOT REQUIRE ANY INDIVIDUAL (AS A CONDITION OF
ENROLLMENT OR CONTINUED ENROLLMENT UNDER THE PLAN) TO PAY A PREMIUM OR
CONTRIBUTION THAT IS GREATER THAN SUCH PREMIUM OR CONTRIBUTION FOR A
SIMILARLY SITUATED INDIVIDUAL ENROLLED IN THE PLAN ON THE BASIS OF ANY
HEALTH STATUS-RELATED FACTOR IN RELATION TO THE INDIVIDUAL OR TO AN
INDIVIDUAL ENROLLED UNDER THE PLAN ASA DEPENDENT OF THE INDIVIDUAL. THIS
PROHIBITION SHALL NOT BE CONSTRUED TO RESTRICT THE AMOUNT THAT AN
EMPLOYERMAY BE CHARGED FOR COVERAGE UNDER A GROUPHEALTH BENEFIT PLAN
ORTOPREVENT A CARRIER FROM ESTABLISHING PREMIUM DISCOUNTSORREBATESOR
MODIFYING OTHERWISE APPLICABLE COPAYMENTS OR DEDUCTIBLESIN RETURN FOR
ADHERENCE TO PROGRAMS OF HEALTH PROMOTION AND DISEASE PREVENTION, IF
OTHERWISE ALLOWED BY LAW.

SECTION7. 10-16-118, Colorado Revised Statutes, 1994 Repl. Val., isamended
toread:

10-16-118. Limitations on preexisting condition limitations. (1) A health
benefit COVERAGE plan that covers residents of this state: shat:

(@) (I) IFITISA GROUP HEALTH BENEFIT PLAN, SHALL not deny, exclude, or limit
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benefits for a covered individual because of a preexisting condition for losses
incurred more than six months following the effective-date-of—sueh—ndividdat's
eoverage DATE OF ENROLLMENT OF THE INDIVIDUAL IN SUCH PLAN OR, IF EARLIER,
THE FIRST DAY OF THE WAITING PERIOD FOR SUCH ENROLLM ENT A—heaH-h—beﬁefﬁ

srekﬁ&as—eﬁpregﬁaﬁey A GROUP HEALTH BENEFIT PLAN MAY IMPOSE A PREEXISTING
CONDITION EXCLUSION OR LIMITATION ONLY IF SUCH EXCLUSION RELATES TO A
CONDITION (WHETHER PHY SICAL OR MENTAL) REGARDLESS OF THE CAUSE OF THE
CONDITION for WhICh a 3

DIAGNOSIS CARE, OR TREATMENT WAS RECOMMENDED OR RECEIVED within six
months immedi ately preceding the effective dateof-coverage DATE OF ENROLLMENT
OF THE INDIVIDUAL IN SUCH PLAN OR, IF EARLIER, THE FIRST DAY OF THE WAITING
PERIOD FOR SUCH ENROLLMENT; except that A GROUP HEALTH BENEFIT PLAN SHALL
NOT IMPOSE ANY PREEXISTING CONDITION EXCLUSION IN THE CASE OF A CHILD THAT
ISADOPTED OR PLACED FOR ADOPTION BEFORE ATTAINING EIGHTEEN YEARS OF AGE,
OR RELATING TO PREGNANCY.

(II) IFIT IS an |nd|V|duaI health benefit plan,

: ' ORA GROUPHEALTH COVERAGE PLAN
To WHICH SUBPARAGRAPH (I) OF THISPARAGRAPH (@) DOESNOT APPLY, SHALL NOT
DENY, EXCLUDE, OR LIMIT BENEFITS FOR A COVERED INDIVIDUAL BECAUSE OF A
PREEXISTING CONDITION FOR LOSSES INCURRED MORE THAN twelve months
FOLLOWING THE EFFECTIVE DATE OF COVERAGE and may not definethe A preexisting
condition morerestrictively than aninjury, sickness, or pregnancy for whichaperson
incurred charges, received medical treatment, consulted a health care professional,
or took prescription drugs within twelve months.

& (111) A-earrier [FI1T ISA HEALTH MAINTENANCE ORGANIZATION that does not
utilize preexisting condition limitations in any health benefit plan, may impose a
AN AFFILIATION period. AN AFFILIATION PERIOD SHALL RUN
CONCURRENTLY WITH ANY WAITING PERIOD. SUCH A HEALTH MAINTENANCE
ORGANIZATION MAY, IN LIEU OF AN AFFILIATION PERIOD, USE AN ALTERNATIVE
METHOD TO ADDRESS ADVERSE SELECTION WITH THE PRIOR APPROVAL OF THE
COMMISSIONER.

(b) SHALL waiveany earrier-waiting AFFILIATION period or time period applicable
to a preexisting condition exclusion or limitation period
serviees for the period of time an individual was prev| ously covered by qual#ymg
{previous CREDITABLE coverage tha ' tehS
if such guatifytng-previods CREDITABLE coverage was continuous to adate not more
than ninety days prior to the effective date of the new coverage. The period of
continuous coverage shall not include any waiting period for the effective date of the
new coverage. apphed-by-the-employeror-thecarrier— This paragraph (b) shall not
preclude application of any waiting period applicable to all new enrollees under the
plan. THEMETHOD OF CREDITING AND CERTIFY ING COVERAGE SHALL BE DETERMINED
BY THE COMMISSIONER BY RULE.

(c) SHALL exclude coverage for late enrollees for the greater of twelve months or
for NO MORE THAN an eighteen-month-preexisting condition exclusion; except that,
if both aperiod of exclusion from coverage and a preexisting condition exclusionare
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applicable to alate enrollee, the combined period shall not exceed eighteen months
from the date the individual enrolls for coverage under the health benefit plan.
HEALTH MAINTENANCE ORGANIZATIONS THAT DO NOT USE PREEXISTING CONDITION
EXCLUSION PERIODS IN ANY OF THEIR PLANS MAY IMPOSE UP TO A THREE-MONTH
AFFILIATION PERIOD IN LIEU OF THE EIGHTEEN-MONTH PREEXISTING CONDITION
PERIOD.

SECTION 8. 10-16-201.5, Colorado Revised Statutes, 1994 Repl. Val., as
amended, is amended to read:

10-16-201.5. Renewab|llty of health beneflt plans (1) AH-I-HS:H‘GF&:ij-eet-fG{-H-S

ergam—zatreﬁ-sdbfeet—te-pwt—A—ef—t-hrs—w&eleA CARRIER prow d| ng coverage under an
tadividdat A health benefit plan shall not refuse to renew such plan except for the
following reasons:

(2) Nonpayment of the required premium;

(b) Fraud or INTENTIONAL misrepresentation OF MATERIAL FACT onthe part of the
asureeHndividbal PLAN SPONSOR WITH RESPECT TO GROUP HEALTH BENEFIT PLAN
COVERAGE AND THE INDIVIDUAL WITH RESPECT TO INDIVIDUAL COVERAGE;

(d) Theindividuat carrier elects to DISCONTINUE OFFERING AND nonrenew all of
its individual, SMALL GROUP, OR LARGE GROUP health benefit plans delivered or
issued for deI|very tondividuats in this state. In such case the carrier shall provide
notice of the decision not to renew coverage to all affected—individuals
POLICYHOLDERS AND COVERED PERSONS and to the insurance commissioner in each
state in which an affected individual isknown to reside at | east fiety ONE HUNDRED
EIGHTY days prior to the nonrenewal of the health benefit plan by the carrier. THE
CARRIERSHALL ALSODISCONTINUEAND NONRENEW ALL OF ITSINDIVIDUAL ORSMALL
OR LARGE GROUP HEALTH BENEFIT PLANS IN COLORADO. Noatice to the insurance
commissioner under this paragraph (d) shall be provided at |east three working days
prior to the notice to the affected individuals.

(f) WITH RESPECT TOINDIVIDUAL HEALTH BENEFIT PLANS, the commissioner finds
that the continuation of the coverage would not be in the best interest of the
policyholders or certificate holders, THE PLAN IS OBSOLETE, or would impair the
carrier's ability to meet |ts contractual obllgatlons m—sdeh—mstaﬁee,—t-he

THE COMMISSIONER HASMADESUCHAFINDING THECARRIER SHALL PROVIDE NOTICE
TO EACH COVERED INDIVIDUAL PROVIDED COVERAGE OF THIS TYPE OF SUCH
DISCONTINUATION AT LEAST NINETY DAY SPRIOR TO THE DATE OF DISCONTINUATION
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AND SHALL PROVIDE EACH AFFECTED COVERED INDIVIDUAL THE OPPORTUNITY TO
PURCHASEANY OTHERINDIVIDUAL HEALTH INSURANCE COVERAGE BEING OFFERED BY
THE CARRIER. IN EXERCISING THIS OPTION, A CARRIER SHALL ACT UNIFORMLY
WITHOUT REGARD TO ANY HEALTH STATUS-RELATED FACTOR OF ENROLLED
INDIVIDUALS OR INDIVIDUALS WHO MAY BECOME ELIGIBLE FOR SUCH COVERAGE.

Wfﬂ‘l'ﬁ@ﬁ‘tﬁﬂ‘&bl‘&'ﬁ@b‘&l‘&@& WITH RESPECT TO GROUP HEALTH BENEFIT PLANS THE

POLICYHOLDER FAILSTO COMPLY WITH PARTICIPATION OR CONTRIBUTION RULES;

(h) WITH RESPECT TO A CARRIER THAT OFFERS GROUP HEALTH BENEFIT PLANSIN
THE MARKET THROUGH A MANAGED CARE PLAN, THEREISNOLONGERANY ENROLLEE
IN CONNECTION WITH SUCH PLAN THAT LIVES, RESIDES, OR WORKS IN THE SERVICE
AREA OF THE CARRIER,;

(i) WITH RESPECT TO SMALL GROUP HEALTH BENEFIT PLANS, AN EMPLOYER ISNO
LONGER ACTIVELY ENGAGED IN THE BUSINESS IN WHICH IT WAS ENGAGED ON THE
EFFECTIVE DATE OF THE PLAN; OR

(i) WITHRESPECT TOCOVERAGE OF AN EMPLOYER THAT ISMADE AVAILABLEONLY
THROUGH ONE OR MORE BONA FIDE ASSOCIATIONS, THE MEMBERSHIP OF AN
EMPLOYER CEASES.

(2) A carrier that elects ret to renew NONRENEW AND TO DISCONTINUE OFFERING
al of itsindividual, SMALL GROUP, OR LARGE GROUP health benefit plansin this state
pursuant to paragraph (d) of subsection (1) of this section shall be prohibited from
writing new iheividdal health benefit plans OF THE SAME TYPE (INDIVIDUAL, SMALL
GROUP, OR LARGE GROUP) AS WAS NONRENEWED in this state for a period of five
years from the date of the notice to the insurance commissioner.

(3) For the purposes of this section, the term "health benefit plan” in section
10-16-102 (21) does not include nonrenewable INDIVIDUAL HEALTH BENEFIT plans
with a duration of six months or less.

(4) Anindividual health benefit plan must clearly disclose in its contracts and
marketing materials the conditions of renewability which conform with the
requirements of this section.

(5) A LARGE GROUPHEALTH BENEFIT PLAN CARRIERMAY MODIFY A LARGE GROUP
HEALTH BENEFIT PLAN AT RENEWAL PURSUANT TOSECTION 10-16-214(3) (a) (IV) IF
ALL THOSE LARGE GROUPS COVERED BY THE SAME PLAN ARE UNIFORMLY MODIFIED.

(6) A LARGE GROUPHEALTH BENEFIT PLAN CARRIER MAY DISCONTINUE OFFERING
A PARTICULAR TY PE OF LARGE GROUP HEALTH COVERAGE ONLY IF:

@ THE LARGE GROUP HEALTH CARRIER PROVIDES NOTICE OF SUCH
DISCONTINUATION AT LEAST NINETY DAYS PRIOR TO THE DATE OF THE
DISCONTINUATION OF SUCH COVERAGE TOEACH POLICYHOLDER PROVIDED THISTY PE
OF COVERAGE AND EACH CERTIFICATE HOLDER, PARTICIPANT, AND BENEFICIARY
COVERED BY SUCH A POLICY;
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(b) THE LARGE GROUP HEALTH CARRIER OFFERS TO EACH POLICYHOLDER
PROVIDED COVERAGE OF THIS TYPE THE OPTION TO PURCHASE ANY OTHER HEALTH
INSURANCE COVERAGE CURRENTLY BEING OFFERED BY THE CARRIER TO A GROUP IN
SUCH MARKET; AND

(c) IN EXERCISING THE OPTION TO DISCONTINUE COVERAGE OF THISTYPE AND IN
OFFERING THE OPTION OF COVERAGE UNDER PARAGRAPH (b) OF THISSUBSECTION (6),
THE CARRIER ACTS UNIFORMLY WITHOUT REGARD TO THE CLAIMS EXPERIENCE OF
THOSE POLICY HOLDERSORANY HEALTH STATUS-RELATED FACTORRELATING TOANY
CERTIFICATE HOLDERS, PARTICIPANTS, OR BENEFICIARIES COVERED OR NEW
PARTICIPANTS OR BENEFICIARIESTHAT MAY BECOME ELIGIBLE FOR SUCH COVERAGE.

(7) (3) THE PROVISIONSOF THIS SECTION THAT APPLY TO GROUP HEALTH BENEFIT
PLANSSHALL APPLY TO GROUP HEALTH BENEFIT PLANS SOLD, ISSUED, RENEWED, OR
EXTENDED ON OR AFTER JULY 1, 1997.

(b) THEPROVISIONSOF THISSECTION THAT APPLY TOINDIVIDUAL HEALTH BENEFIT
PLANSSHALL APPLY TOINDIVIDUAL HEALTHBENEFIT PLANSSOLD, ISSUED, RENEWED,
IN EFFECT, OR OPERATED ON OR AFTER JULY 1, 1997.

SECTION 9. 10-16-214 (2) (a) and (3) (a) (V) (A), Colorado Revised Statutes,
1994 Repl. Val., are amended, and the said 10-16-214, as amended, is further
amended BY THE ADDITION OF A NEW SUBSECTION, to read:

10-16-214. Group sickness and accident insurance. (2) (a) The provisions of
this section shall not apply to transactionsin this state involving group sickness and
accident insurance policies for policies which were lawfully issued and deliveredin
another jurisdiction in which the company was authorized to do insurance business
and any such policy was issued to a valid multistate association located in the state
of issue, if the palicy is not designed, administered, or marketed as a plan for
employers to provide coverage to one or more employees AND IS NOT A BONA FIDE
ASSOCIATION PLAN.

(3) (a) Except asprovidedfor in subsection (2) of thissection, all policiesof group
sickness and accident insurance providing coverage to persons residing in the state
shall containin substancethefollowing provisionsor provisionswhich, intheopinion
of the commissioner, are more favorable to the persons insured or at least as
favorable to the persons insured and more favorable to the policyhol der:

(V) (A) A provision specifying the additional exclusions or limitations, if any,
applicableunder the policy with respect to adisease or physical condition of aperson,
not otherwise excluded from the person‘s coverage by name or specific description
effective on the date of the person'sloss, which existed prior to the effective date of

the persons coverage under the pollcy A—healieh—beﬁefﬁ—praﬁ—shaH—net—defme—a

ef-fee&ve—elate—ef—eever%ge WITH RESPECT TOA GROUP HEALTH COVERAGE PLAN

SUCH PROVISION SHALL COMPLY WITH THE PROVISIONS OF SECTION 10-16-118;
EXCEPT THAT, WITH RESPECT TO A GROUP DISABILITY INCOME INSURANCE POLICY,
SUCH PROVISION SHALL COMPLY WITH THE PROVISIONS OF SUB-SUBPARAGRAPH (C)
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OF THIS SUBPARAGRAPH (V).

(4) A CARRIER OFFERING A GROUP HEALTH BENEFIT PLAN SHALL NOT ESTABLISH
RULESFORELIGIBILITY FORANY INDIVIDUAL TOENROLL UNDER THE PLAN BASED ON
ANY HEALTH STATUS-RELATED FACTORS IN RELATION TO THE INDIVIDUAL OR A
DEPENDENT OF THE INDIVIDUAL.

SECTION 10. 39-22-104.6, Colorado Revised Statutes, 1994 Repl. Val., is
amended to read:

39-22-104.6. Pretax payments - medical savings accounts. TO THE EXTENT A
TAXPAYER IS NOT OTHERWISE CLAIMING DEDUCTIONS ON FEDERAL INCOME TAX
RETURNS FOR CONTRIBUTIONS TO MEDICAL SAVINGS ACCOUNTS, amounts withheld
fromanindividual'swageswhich are contributed to suchindividual'smedical savings
account, pursuant to section 39-22-504.7, are excluded from an individual's federal
taxable income for purposes of the state income tax imposed by section 39-22-104.

SECTION 11. Effective date - applicability. This act shall take effect upon
passage. Sections 1 through 7, and 9 of this act shall apply to health benefit plans
issued, renewed, extended, or modified on or after July 1, 1997.

SECTION 12. Safety clause. Thegeneral assembly hereby finds, determines, and
declaresthat this act is necessary for theimmediate preservation of the public peace,
health, and safety.

Approved: May 1, 1997



